Caroline County, Virginia
Fiscal Year 2006~2007 Adopted Budget
Introduction and Guide to the Caroline County Annual Budget

The annual budget is, arguably, the most important financial document a governmental
organization produces. It is a detailed financial plan for the coming fiscal year that
documents a) how much the government expects to spend during the year and what
services or capital items the expenditures will support, and b) how much income the
government expects to receive during the year to fund those expenditures and from what
sources it expects that income to be derived.

The annual budget is an essential tool for the management of the organization by the
governing body of the entity and its staff. At the same time, the budget can be an
extremely useful tool for the government to communicate with its residents, taxpayers,
business owners and the many other stakeholders who have an interest in its finances and
it can provide a wealth of information so these same stakeholders can be informed and
knowledgeable participants in the government’s affairs. Among other things, the budget
can communicate policy priorities, financial trends and current status, changes that are
occurring in essential public services and the driving forces behind those changes, and
plans for the future.

With that in mind, this Introduction and Guide to the Caroline County Annual Budget has
been prepared to assist interested users of the document to understand how the Budget is
prepared and organized and where important information may be found.

Preparation of the Annual Budget
Each locality in the Commonwealth of Virginia is required by State Code to prepare and

approve an annual budget prior to the commencement of each July 1% through June 30
fiscal year. In Caroline County, a Adopted Annual Budget is prepared and submitted to
the Board of Supervisors by the County Administrator. [t is assembled from funding
requests solicited and received from County Department heads, Constitutional Officers,
and independent offices and agencies supported, in whole or in part, by the County. The
County Administrator reviews these requests and, with consideration for the County’s
expected revenues and overall financial condition, crafts a Adopted Budget plan for the
Board of Supervisors consideration.

The Annual Budget includes all operating, debt service and capital expenditures of the
County for the year. Operating expenditures are expeuditures for personnel salaries and
benefits and all other services, materials and supplies necessary for the delivery of the
various public services, such as public safety or solid waste collection and disposal that
Caroline County provides. Debt service expenditures are payments of principal, interest
and administrative fees for the repayment of funds borrowed from banks or other lenders
for capital expenditures in prior years. Capital expenditures includes spending during the
fiscal year for the acquisition or construction of equipment or real property items with a
cost of $10,000 or more and a useful life of more than two years — items such as new or
replacement vehicles or a new public school or park.
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Preparation of the Budget for the County schools is a task performed by the Caroline
County School Board, an independently elected Board that is responsible for the
operation of the K through 12 public school system in the County. Much of the funding
for the school system is provided by the Commonwealth of Virginia, but a substantial
local contribution is required. The School Board, however, has no revenue raising
authority of its own and must rely on the Board of Supervisors and its powers of taxation
to provide the necessary local funding. As a result, the Board of Supervisors has broad
approval authority over the County School budget and it is therefore included as a major
component of the overall County Budget.

The Adopted Budget is generally submitted to the Board in late February in order to
provide adequate time for Board members to review, discuss and make decisions about
the spending proposals being made prior to adopting a final spending plan just prior to
July 1**. The Board of Supervisors value public input on the budget and efforts are made
to communicate the Adopted Budget to the public. This includes the publication of a
detailed public notice on the Budget and conducting a formal public hearing to obtain
input from interested stakeholders on the spending plan.

A Guide to the The Budget Document

The County Administrator's Budget Message
In both the Adopted and Final Adopted Budgets of the County, the first major component

of the document is the County Administrator’s Budget Message. This is a formal letter of
transmittal from the County Administrator which highlights the most important elements
of the spending plan. In the Budget Message, significant changes in spending pattems
are underlined, major policy choices are outlined for Board and public consideration,
projects completed or planned for the future are summarized, and important revenue and
other financial trends are identified. The Budget Message may be viewed as an executive
summary of the entire budget document that follows.

The QOverview Section

After the Budget Message is the Overview Section of the Budget. This Section includes
an organization chart of the County followed by a variety of charts and tables that
provide a summary perspective of the entire County spending plan and comparative
information that shows how the current Budget measures up against prior year budget
history. Tables and charts are also included that focus on personnel and human resource
expenditures, the most important component of expenditures in labor intensive
government services.

The Revenue Section

Following the Overview Section is the Revenue Section - devoted to the income or
funding side of the budget equation. In this Section, detailed and summary charts and
tables are provided that paint a picture of how Caroline County expects to generate the
income necessary to fund the spending plan outlined elsewhere in the document. The
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Section includes narrative discussion of the major revenue sources upon which the
County relies along with charts analyzing those revenues and highlighting trends over
time or comparisons with neighboring or similar localities.

The Operating Budget

After the Revenue Section, the detail of the Operating Budget is presented on the basis of
funds. In governmental accounting, a fund is a subsidiary grouping of accounts within
the large accounting structure of the govermment entity. Funds are created to segregate
assets, liabilities, revenues and expenditures where necessary to demonstrate legal
compliance or to facilitate financial management.

In Caroline County, as in every other governmental entity, the largest and most important
fund is the General Fund and it is, therefore, the first one covered in the operating budget.
This is the fund which is used to account for all activity that is not recorded in any other
fund. It is the general operating fund of the County, most tax and fee revenues are
recorded in it and it is the one which is used to account for the public service
expenditures most commonly associated with local government.

Within the General Fund, budgeted expenditures are presented by Function. A Function
is defined as a group of related activities aimed at accomplishing a major service or
regulatory program that the County is responsible for. Within the broad functional
service category of Public Safety, for instance, are the activities of the County Sheriff, the
County’s Department of Fire, Rescue and Emergency Management, the County Animal
Control Department and other similar activities.

Following the General Fund section, are separate Operating Budget sections for the
Caroline County Schools, Social Services Funds, Other Operating Funds, and Enterprise
Funds.

For consistency and for ease of reference and comparison, the budget for each activity,
except Schools, has been presented in a standardized format. Caroline County has begun
to implement a performance based budgeting process. The intent of the process is to shift
the focus of the budget away from a detailed listing of expenditures and revenues for
each activity and to look instead at how resources are used to accomplish goals and
objectives for service improvement or enhancement and the measurement of performance
and service impact — to look less at how much is being spent and more on what is being
accomplished with the spending. The Board of Supervisors and staff believe strongly
that this effort will enhance the use of the budget as a management tool and as a
communication device, and strengthen accountability. The School Division Budget is
prepared by the County School Board and is presented in a line item format.

Following are sample pages from the operating budget and an explanation of the items
shown on those pages for each operational activity.



Mission A brief statement of the basic
purpose for the budget unit’s existence —

the essential public need it is intended to
fill.

Budget Unit Description/Activities: A
summary of the functional activities
carried on by the unit and the services it
provides to the community in
furtherance of its stated mission.
Discussion of organization, staffing, and
cost sharing arrangements may also be
included.

Fiscal Year 2006-2007
Goals/Objectives: Specific
achievements the budget unit is
expecting to accomplish during the next
budget year.

Service Level/Performance Statistics:
Statistical measures of the budget unit’s
work load, work performance,
efficiency, and/or effectiveness with
historical comparisons to indicate
change over time.

Budget Highlights: Explanation of
significant changes in expenditures.

Budgeted Funding and Expenditures: A
sumimary of the funds to be spent by the

unit detailed by category of expenditure
and the sources of funds for those
expenditures. Shown with historical
comparisons to indicate change.
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The Capital Improvement Program

Following the operating budget pages is a section for the Capital Improvement Program.
In this section are shown expenditures to be made during the budget year for the
construction, acquisition or replacement of infrastructure, real property or major pieces of
equipment with an expected useful life of more than two years and a cost of $10,000 or
more. Expenditures in this section are broken down into General Government, School
and Utility projects. The expenditures have also been subdivided into Infrastructure
capital projects - major investments in new facilities that extend or expand the County’s
service generating capacity, and Equipment/Replacement projects or items.

Pages in this section provide a description of each Infrastructure project and a summary
listing of the Equipment and Replacement expenditures that are planned for the year.
Because Capital Improvement projects involve the expenditure of large sums requiring
advance planning, multi-year plans for the future have been prepared for both
Infrastructure and Equipment and Replacement projects. Those plans have been included
as the final items in the Capital Improvement Program section.

Appendix — Detailed Line Item Worksheets
The final section in the County Budget document is a series of worksheets showing the
line item detail for all of the operating and capital budget expenditures.




